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trying  to  respond.  For  this  purpose,  the  article  begins 
by discussing the various indicators which measure the 
tax  burden  on  corporate  profits.  Next,  it  describes  the 
recent  international  developments  concerning  rates  of 
corporate income tax before analysing corporate taxation 
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(1)  The authors would like to thank C. Valenduc for his comments.
Recent tRends in coRpoRate income tax62


























































erally  known  as  effective  rates.  These  indicators  take 
account of a number of important parameters specified 
by law, such as the nominal rate, the treatment of stocks, 
authorised  methods  of  depreciation,  any  investment 













































The  nominal  rates  of  corporate  income  tax  charged  in 
Europe are low compared to those charged elsewhere in 
the world. In the United States and Japan, the nominal 
rate  came  to  around  40  p.c.  in  2006,  ten  percentage 










rate  more  or  less  corresponds  to  the  average  for  the 
EU‑15 countries for which data are available. The implicit 
rates  therefore  present  a  picture  which  differs  slightly 
from that offered by the nominal rates. That is due mainly 
to  the  existence  of  the  Belgian  system  for  coordina‑
tion centres which enjoy substantial tax concessions. In 










































































































































































































CHART 1  INDICATORS OF THE TAX BURDEN ON 
CORPORATE PROFITS
  (percentages)
Sources : EC, IFS.
(1)  This is the highest marginal rate, including any taxes levied on corporate profits at 





IMPLICIT RATES BASED ON THE NATIONAL ACCOUNTS 
(average 1999-2004)




Unweighted average of countries for which 
data are available

















































































































































CHART 2  NOMINAL STANDARD RATES CHARGED ON 
CORPORATE PROFITS
  (percentages)
Sources : EC, IFS.
(1)  Unweighted average.
(2)  Up to 1995, excluding Luxembourg and Denmark.
TREND IN THE EU-15 (1)
 (2), THE TEN NEW EU MEMBER 
STATES (1), THE UNITED STATES AND JAPAN
NOMINAL STANDARD RATES IN THE EU-25
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As  in  other  countries,  the  calculation  of  the  corporate 
income tax payable in Belgium is a complex matter. Tax 




deduction  for  participation  exemption),  previous  losses 
and the investment allowance  (1).
The standard tax rate applied to the tax base thus defined 




Apart  from  this  general  system  of  corporate  income   
tax, Belgium also has a series of exceptional schemes, the 
main  ones  being  those  applicable  to  coordination  cen‑
tres  (2) – scheduled for abolition at the end of 2010 – and 





























































Corporate income tax (left-hand scale)
Net operating surplus of 
companies
Share of corporate income tax 
in total revenues (p.c.) 
(right-hand 
scale)
CHART 3  TAX REVENUES AND TAX BASE IN THE EU-15
  (percentages of GDP, unless otherwise stated)












That  finding  indicates  the  substantial  expansion  of  the 































main  components :  advance  payments,  withholding  tax 
on income from movable property, and assessments.
The major part of corporate income tax is paid in the form 
of  advance  payments  effected  by  firms  at  set  intervals 
during the year. If the firms’ advance payments are insuf‑
ficient, they are subject to a substantial tax surcharge. In 
2006,  advance  payments  represented  82.7  p.c.  of  the 
total corporate income tax levied by the government.
The  withholding  tax  which  companies  pay  on  income 
from movable property is a genuine advance deduction, in 
contrast to that payable by individuals which constitutes 






the  directive  on  parent  companies  and  subsidiaries  on 









net  assessments  generated  government  revenue  total‑




the  directive  on  parent  companies  and  subsidiaries  on 
23 July 1990, certain firms – mainly active in the financial 




























Withholding tax on income from movable property
Other
CHART 4  COMPONENTS OF CORPORATE INCOME TAX
  (percentages of total corporate income tax)
Sources : NAI, NBB.























































CHART 5  CORPORATE INCOME TAX ASSESSMENTS AND 
SURCHARGE RATES (1)
  (percentages, unless otherwise stated)
Sources : NAI, FPS Finance, NBB.
(1)  For 2006, the assessments have been adjusted for the accelerated rate of 
collection.

















causing  a  gap  which  persisted  throughout  the  1990s. 
However, after 2000 that gap widened to 7 percentage 
points owing to further cuts by some EU‑15 members. 
Since  then,  Belgium  has  implemented  two  corporate 





1  January  2003  greatly  reduced  the  nominal  tax  rates 
on  corporate  profits  in  Belgium  (3).  The  standard  rate 





However,  since  this  reform  had  to  be  introduced  in  a 





repurchase  of  its  own  shares  or  the  apportionment  of 
all or part of the company’s assets are now subject to a 
10 p.c. withholding tax. On the basis of an ex post analy‑
sis,  the  Court  of  Auditors  considered  it  almost  certain 
that the impact of this reform on the budget was at least 
neutral (Court of Auditors, 2005).
This  reform  considerably  reduced  the  gap  in  relation   
to  the  average  nominal  rate  in  the  EU‑15.  However,   
following recent rate cuts in a number of countries, the 

























































































CHART 6  NOMINAL STANDARD RATE IN BELGIUM AND IN 
THE EU-15
  (percentages)
Sources : EC, IFS, NBB.








































In  2006,  corporate  tax  revenues  represented  3.8  p.c. 









During  the  period  1985‑1990,  corporate  income  tax 



















returns  and  the  national  accounts  increased  up  to  the 





































































p.c. of GDP (left-hand scale)
Share in total public revenues 
(right-hand scale)
+0,9 p.c. of GDP
CHART 7  REVENUES GENERATED BY CORPORATE INCOME 
TAX (1)
Sources : NAI, NBB.
(1)  In 2006, the accelerated rate of collection augmented the assessments by 0.3 p.c. 



































































CHART 8  CORPORATE TAXATION : TAX BASE, TAX 
REVENUES AND NOMINAL STANDARD RATE
  (percentages of GDP, unless otherwise stated)
Sources : NAI, NBB.










































high  degree  of  coordination  generates  substantial  effi‑
ciency  gains  for  multinationals,  which  no  longer  have 
to comply with a number of tax systems. Moreover, the 



























































CHART 9  IMPLICIT RATES OF CORPORATE INCOME TAX
  (percentages)
Sources : EC, FPS Finance, NAI, NBB.
Implicit rate based on the Central Balance Sheet Office
Implicit rate based on the national accounts
Implicit rate based on tax statistics
p.m. Nominal rate70
Examination of the literature reveals that, according to 
most  studies,  total  harmonisation  would  enhance  the 
community’s  prosperity,  compared  to  the  current  situa‑




























































the  peripheral  countries.  Thus,  large  disparities  could 




the  French  Conseil  d’analyse  économique  estimates 
the sustainable differences in rates between the fifteen 
“old” Member States of the EU. According to that study, 































CHART 10  ALLOCATION OF PROFITS IN MULTINATIONALS 
WITH THEIR HEADQUARTERS IN THE UNITED 
STATES
  (2003)




falls  entirely  within  the  autonomous  power  of  the  EU 





















with  different  rates  for  retained  profits  and  distributed 
profits. Later, the Van den Tempel report (1970) proposed 










In  this  connection,  the  Commission  had  actually  advo‑
cated a withholding tax of 25 p.c. on dividends. However, 







next  harmonisation  proposal  dates  from  1992,  when 






















Special  tax  barriers  affecting  cross‑border  economic 
activities, such as specific cases of double taxation, are 
regarded  as  a  major  obstacle  to  firms  pursuing  cross‑
border activities in the single market. In 1990, in order 
to eliminate these obstacles, the Ecofin Council approved 





































applicable  to  such  companies  which  conduct  financial 
management for the other companies in an international 
group will be phased out. In 2000, the Ecofin Council 
















study  concerning  “Company  taxation  in  the  Internal 
Market” analysing the effective rates in Europe, identi‑
fying  various  tax  obstacles  which  hamper  the  efficient 
operation of the single market, and devising a number 
of solutions to eliminate those obstacles. The European 












The  short‑term  strategy  is  intended  to  eliminate  the 
obstacles  identified  by  means  of  targeted  measures. 
According  to  its  November  2003  communication,  the 






to  10  p.c.  by  2009.  In  June  2003,  the  Ecofin  Council 
approved the directive on the payment of interest and 
royalties  which  is  intended  to  prevent  tax  obstacles  in 
the  case  of  cross‑border  interest  and  royalty  payments 
within  a  group  (1).  The  “Joint  Transfer  Pricing  Forum” 
contributed to the publication, in June 2006, of a code of 
conduct which will standardise the documents required 















































tax  base.  Nevertheless,  five  countries  (Estonia,  Ireland, 
Malta, the United Kingdom and Slovakia) did not endorse 
the idea. The working group is to propose, by the end 
















national  systems  or  for  the  new  CCCTB.  That  actually 





























Belgium  is  following  the  international  trend  towards 
lower  nominal  rates  and  a  wider  tax  base.  The  2003 




4  to  5  percentage  points.  A  further  reform  of  Belgian 
corporate  income  tax  therefore  followed  fairly  swiftly, 
with  the  introduction  of  the  venture  capital  allowance 
from the 2007 tax year (2006 incomes). This innovative 
measure  reduces  the  discrimination  between  the  tax 
treatment of equity capital and borrowings, and is a good 
incentive for increasing corporate solvency. Moreover, it 
is  an  acceptable  European  alternative  to  the  coordina‑
tion centres regime. The difference between the Belgian 
nominal standard rate and the average for the European 
Union  still  persists,  however,  and  –  in  the  absence  of 
new measures – will probably continue to increase in the 
coming years.
The  existence  of  twenty‑seven  different  corporate  tax 
systems in the European Union entails substantial costs 
for multinationals. At the same time, there is the fear that 
tax  competition  may  erode  the  proceeds  of  corporate 
income tax, which could have a number of undesirable 
consequences.  Both  the  European  Commission  and  a 
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